
 
  

 

kc have cortsldered your ~ p p l i c a t  ion for recognition of cx-mption from 
Fcdercl income tax under section 501(c1(4) of the. Internal Hevenuc Code. 

'bc cvidcnce prcbcnted discloses that yar were fcmlly organized irs an 
~ s ~ i a t i oi n  , - 
Yarr prpmes, bricfly stcted, include: 

1) to serve as o vehicle through b41ic.h r.:sidcrl';s of the coomnity 
cdn coolrunicote with each other; 

i: to 6tvelcij1 and u a l n t ~ f n  ,- nc3tuork systcr:, h l t h  the individuals h t  
comprise the comami ty of z; 

;) to ~ktnt;lrn hnc cxpcnd contact with conmnity i.nd proftssiorzbl 
w&anizittioru; 

4) to f,cil~tatt! Urc ~rt~nizstlon 2nd iuiplt-nrntatior~ of' nutukl  
~ssistance proJec ts , 

Yw sbtk that yar &re trying io develop a food and @rarm~ccutlctl 
cooperative. The coop provides lcw-cost mdicir~:s  and foodsttiffs. 

Y a r  also state that the "memtcrs of   Lencfil 
directly ttlraugh 8elfeuployrrrent and low-cost $0009. 

Ycu intcnd to hire winforartion specialistsw bd.0 w i i l  c b e r r t i i ~ l i y  be fund- 
raisers and corrrrultant8. You anticipate that all cwloyeea, of whatever 
rank, w i l l  cam rr ainiuam of  per month, information 
spucialist~ and the e c t t ~ ~ l  eolployees of the coop are heretofore uwnrployed 
indiviauah or 2ndividual- ' . . i t  are under-enopioytd, Thus, ycu st idte  that 
t!w ~ j o r  protlem t)ret yu, hcpe to address is unemploywnt, Your plans are 
tc &bvt!oy Abrge-malc . joperhtive so that you can e n g l t y  :ilrgc nuhers 
cC pcopl~ ~~nc! i>rovfdc r pr cater rmgc of services. 



&tian 50 l ( c ) ( l ! )  of the 1itern+ Revem C a h  proridts axerption for: 

x i v i c  Leagues or organitltiollb not organized for profit but 
operrt.ed exclusively fw the pr-tlm ,Of aocial welfare., ,' 

* >  - 
+' r e d  

Section 1.501 (=)(4)-1(a)(2)(i) of .thr ~&hx.~~gulstlo& pbovidcs  
that: .. ' t, , ... , 

, . . a  . * ,  * .  

%nZorg=nizid&n is &r&d ecclusivel~ for ths pramrim -of 
sooiel welfare if it ir priarrily In promoting in  amu. 
m y  tl~e coarporr good 4 enoral welfare of the peaple of the 
coaa~nrity. An organizaticm embraced wlthln thia jectiar I a  one 
whit31 i a  operated prlmrily for ths parpoaa of bringing about . 
aivtc ktterPmt apd m i a l  impr&knb.'l 

Scztion 1.501(~)(4)-1 of thc regulations provides, . . tn pert a6 follws; 
.'." 

a(a)(l)In geneLzl. .r dvia league or ayni+oticn my b 
exempt as ;n a~enizat lon  c!&scrlbed i n  W t i m  50l(o)(4) if - 

(i 1 It iY not organized operated tor prdit; and 

( i i )  ~ t i s ~ ' ~ a t e ~ e r c l i i i v e l ~ i b r ~ p r r o a ~ t t l c n o f  
social welfarewn -. 

I ,. 
' .. * ' :  , ' ~ '  

, '-;A 

Revenue Ruling 13-349 is cgpl2oo ble  to yaur::brpniz%ticn. , I t  'dracrlbes 
zn organizatiorr f o r w d  for tbe p u r p b  of pyrehasing grocerier far its'.! 
rPlPntship oL the lowst possible p1-s ar..,a ~ f ~ t i ~ ~  bm18, l'be 
orgnizat l cn  uas denied erraptioa it was formed for bk economic 
benefit ma mvcnience of itu, y!e*rs, , .  

c. # ,C  

.* , ?  

ketenr Ruling 78-132 dcscrlks mi &grni4tion that wos-formed to- ,, 
f z c i l i t a k  the  exchange of p d r ~ l " ~ j r r v i 0 i d  a ~ r u ~ g  marBtrs, The ' 

otganhation w a a  a private cwperative eilvmise for tha eamaaic benef~ t  ,, 

of the mubr. 'illis wgaclzatfon d e a d . -  exempti.m becrruse it uas 
operated primarily for tb. bewit d LU' dqn. 

i ... , 
, .' 6 

~ L ~ ~ : : n u t . r , . ~ / . - : ~ i ~ ~ l d t h a t ~ n . ~ w b i ~ ~ ~ f ~ ~ d k ~ r a t o a ~ e t o i l  - 
, T ocl:r.y :,? s r e a -  : : ;!,. ; i fww totr-idents of a poverty area a t  vices  
. i ; L I i I I A : : . ~ ,  tt,are charged by coapeting grocery stores, to 
; I L v i  ; , f; .. .r :::t r. j .  LC. 1 i wry rtrvice to ' residents who need it, to 
r..,.~.:.; ; . r !  : I !.der;,: food 8- pr~g)caE, 'abd to provide Job training 
t ,I a . L , ~ . I , . ~ ~ C , Y \ . ( ~  : :;;t.er:l.s d i d  not &1lQ fd exemptlone Although . . 
;".,I " A ;  d.,i. 1 . 1  . ;r(! r,;: fcj,. thc htyd-aore mm&yed 18 charitable and 

-, . , CI'JC,:: . . I;- - .,: :!,iti ti . ' .  td:tnfng of sectitk $01(0')(3) of the Int+rnal Revenue 
8' , ,-.LCL'.!, it I< .  c,: .~.  I z4 ' : (;I: I:; purpose of oprnting ' a retail $rocery store h a r e  
!'C.LX! ir: : ;~ i i  r..c ~-.t.u~c:c:n!.:, of a poverty arto a t  1W prices is not 

. 4  

, .  . . < , ,  ; . - .  . . !  .L.;I-JL;(: pup- wl i t t~ in  the l~aning of amtion ~ o l ( a ) G )  
;I:: i: c:c.. 



1 ). -- 
Ckr thc bos;s,# the ibtormtian ~ ~ b i t t e d  w! amclude that ydu ere not . -* 
a-t frai Federal tncor tax lecauff yau are perfomhg aervtctn for $he 
private k n e f i t  of your net8 uar3 wry beruf its to thc cvrrw~li ty ,are ,not- . ' ,,: 

rwfficient to cret the nqulrer~mt of the regulations tbt tb o r ~ i z e t l a r  
bt aperated primrily for Uw ~ ~ l c n  gMIcr iuld yenera? welfare of the people 
of t b e  ~oorunity. Therefore yau am required to tile Federn1 i n ~ g ~ b  tax 
rctum ub F a r  11*. 

If  you do not apse  uLth Unsc carclusions, yar my, within 3 day8 frcm I Y .  

Uw date of tMa letter, Ctle in dupltcete a brtef of the facts, law, arnd-, % 
q+ 

Y'gwsent thet clearly scta forth yaw position. If y w  desire 6rll &a1 ., 
d i s a 8 S i a r  of tbc l-, .plt82M lndicetc this in y a w  protrt~t. The 
cncloeed Pub14cutim 852 gives instructtons for filing a protest. 

I f  you do not file a protest with this office within 30 Uays o f  thc di~ t s  of 
this report or lettrr, thf8 p m p o s d  Cetermimtion will k c m  final.  

If y a ,  agree w i t ,  these conckuiaw a do not wish to f i l e  ti written 
p . o t c s ~ ,  please sim arid ret&.m Ftxm 6U1C in the enclosed self-eddresscd 
enre lop  8s wa, n possible. 

J f yc i have my fbrther. W?Sti=, pleast contact the persm *we raw end 
telephone r&xr are &mn at the heginning of this letter, 

 
kcting Ltstrict Director 




